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A. BRLE-6307, 29 September 1959,,9'/#9”",," Yoo,

B. FRAN-8341, 15 Oetober 1959 (/7 -2 72/759 R

I. Per the discussions held with COS on 23 September 1053, proJect terwination
cost caleulations and our estimate, based therwon, of FY 60 budgetary requiresents
are ltemised below. BRelevant comments and explanations keyed to eack item in the
cost sohwdule sre contalned in the succeeding paragraphs.

Attachment: USC
Inventory of CARDINALE aaseis

Distribution:
2 - cw W/ltt.
{5 - EE w/att,

i- Cos (i~ q) we Arr,

A. Estimmted project termination gosts:
1. Employes separation costs:
z., Christmas bonuses DM 2,464
b. Severance payments {excluding
those for L-1, L4 and L-38) oM 27,452
c. Janumry-March salaries of L-1,
L4 and L.B) EM 13,725
2. Principals’ termination settlements (equivalent to nine months'
salaries:
&. L-1 m 24,075
bc L“g m 9,@
e. LB M 5,100
3. Other termination costs:
a. Office remtal contrast DM 13,280
b. Telsphone aystem soptract D 15,000
¢. Miscsllanecus dismantling costs DM 2,706
d. Miscellsneous acoounts paysble e 3,000
y., CARDINALE OmbH liquidation costs:
a, Liquidator's fee D 3,000
b. Miscellansous liquidation expenses DM 3,600
Approved :
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DISPATCH

. Safety margin for miscellarwous
> unanticlpated coety: 5,000 DM 135,322

B. Estimated income:

1. From sale of asseta DN 17,305
2. From asoounts receivable M _2,000 DM 25,305
C. Estimmted net projeoct termination costa: DN 111&

D. BRecapitulation of FY 60 costz (disbursements):
Project Dunds already disbursed (including

November 1959 subeidy) DN - 2
Projected December operating costs {fixed and
varisble), exclusive of Item A.l.a. ahove o B 3
Estimated net project tersination costa M [ 1
E. Total FY 60 budget required o O
or i /- 7

ot on/

II. In pevegraph A. of the above scheduls (estimsted project terminstion cowts):

A, Itewm l.a, is Uw total of oormal Cuistmas bonus payments for all CAHDINALE
smployees.

B. Item 1.b. includes severance pay to four smployeses whose tenure md status
require paymant of salary until 31 March 1260 (D 10,352); obe or two momths' gre-
tuitous salary payments to the remaining persomnel. depending an thair relative
exploymnt status (os. IN 13,000, exact amount to be determined); and esployer's
tma)onthcahou-mnu l.a. payments {(ca. DN 4,000, exnot smount to be dwter-
minad),

€. Item l.c. conwists of salary paymenis for L.1 (DM 2,675 monthly), L-4
(w1.ommﬁy)mw(m9mmmﬂrormwmsw
1960, In effect, this extends the KUBARK scployment of these thres primoipals
through the firast quarter of 1960. During this pericd the services of all three
wiﬂhﬂ@rﬂhhﬂﬂl.thﬁthuwlutmmmlwmmmm
ancd CARDINALE operstions. L~1 will be needed primarily to handle the dispomal of
sasets and records, to settle the overt affairs of CARDINALE {inecluding the commer-
cial magazine) snd to advise generelly on LCCASSOCK canmections in the process of
dissclution. L-A's zervices will be needed to mettle accounts with distributers,
to terminate liaison and baockstopping comnsoticns with the Bundsspost and to deal
with esployes mstiers (ineluding employee claims sgainst CARDINALE if they should
arise}. L-8 will be soctively euployed for ai least the first tares months of 1960

D. Item 2 termination aetilemsnts for I-l, L-4 and L-8 represent nine-moath
severanoe pay in sach case. It is possible that L-8 will somtimue to "work off"
part of her termimation seiilemsnt after her employmsnt ends on 31 Mareh 1959 by
assisting the liquidater in his corregendence snd negotiations with belated creditors
and by ocomtinuing to sat as a oesntrel ligquidstion clearing point as needed. In the
case of LA, the smount proposed iz not out of line in view of the sgent’s almost
ten-year KUBARK service. The amount proposed for Il is proportiomate to his present
wmsm“(mmﬂmwww)wwmawmw
uwtilization by XVBARK.

FORM USE PREVIOUS EDITION. CLASSIFICATION PAGE NO.

10.57 REPLACES FORMS
s 53a 51.28, 51-28A4 AND 51-29 SECRET DCONTNUED 2

WHICH ARE OBSOLETE.




CONTINUATION OF EECHRET BAG 341
DISPATCH

CLASSIFICATION \msnrcu SYMBOL AND NO.

E. IW}.&.WW:WMW&W@MM&M-
traat. comtrect is binding antil 30 April 1961, that ia, for sixteen mumths
following the termination of aperations on 31 December 1959 (wonthly reantal of
M 230 x 16 = Il 13,280). Tt is quite possible that this amount can and will be
reduced by tinding smother tensnt to take over the ecttrsst or hy an arramgamest
whereby CARDINALE sublets the offices for a reduced rent for the duration of the
contrgct. The latter alternative 13 the wmore likely prospect, but it ia atill too
ewlymmmmwmwmmnmtwthmmmu
vay. We have ascordingly insluded the full smount of the sontrast, subject to a
possible future reduction.

P, Imz.b,ummmmmmmmwulwmm
sphone Eystem countract via & negoliated settlement with the Bundespest.
This standerd ten-year contract is legally binding uwatil 23 Pebewary 1965 (BM #6.93
x 62 months = DN 21,506.66). In preliminary conversstions with the Buadespost,
however, L-4 has determined that considersbly less than the Iull amount will be
aufticient to absolve CARDINALE of i{its contresctual llability in this case. At this
writing we don’t Xnow what this compromise ssttlsment will be, but our best gusss
ia that it will be in the renge of DM 10-15,000. The upper figure in this satisataed
range Lhas been used for the purposes of thia caloulation.

G, Item 3.¢, dismuntling costs indclude amouats required to cover tax consul-
tants' fess, renpwation costs and contrects for postal, gas, water snd burglar alsrs
fanilities.

H, Item 3.d. is & very rough estiamte of the smount needed to settle arediter
clalms on CARDINALE. (3ee paragraph [ below.)

I. Item 4.a, iz an smount provisicnally set aside as a fee for the lawyer
designated to act as CAPPINALE lliguldator snd XUBARX ownsrshlp trustes during the
year (spserlahr) following the initiation of legal ligquidation. (During this year
the CARDINALE lagal zhell will remain alive, and iis net worth camnot be liguidsted.)
In recent dissussions with = 17, we have consluded that, all thinga oon-
sidersdé, LU — would be the best candidate for thias Job, LCCASSOCK-T, the
other possible candidate, is regarded as not sufficiently reliable and a bit too
oxpeniive for this purpose (we would have to extend the trustesship contrest with
him for mmother yeer). W¥With i 1 we would have somecns who could be coumrted
on to repressnt KUBANK interests eaclusively and unbwaitatingly. Noreover, his
sutside” status would ainimize the possibility of personal entsnglement with preject
principais sod tersination problems, and his sxtra-projest relationship to
vould previde a deaireble independent check on the liguidetion process. In ordar teo
zvoid unnecessary publisity for * - as liguidator (the name of the liguidetor
is smounced three times in the publie press), it is proposed timt L-1 sct as imitial
1Wm,mm1rumxnmomuu@%wm
care of the pross announcemsnts, and theresfier twrn over the tion to L -1 Tais
swltoh would involve the registration of L I name in the Handelsregiwter (as suc-
gessor to L-1) but would be otherwise wnpublicised. L[ 7 estimates thetl J's
fee a3 liguidator {and as JUBARK ownership trustes) for the full ligquidation year
would not exaesd DM 3,004,

J. Item #4.b, is sn arbitrary amount, calculated at the rate of IM 300.monthly
for twelve months, to cover incideatal liquidation expenses whish wey arise. sush
a3 the cost of msintaiming a P.Q. sccount and address for CARDINALE during the
liquidation yesr.

mK£ Itam 5, the last ftem in the termination cost sahedules (Swetion A), is an
ano we have included to cover presently unforesewsable eapersss whigh arise
during the liquidation process. W
1IX. In Settion B of the above schediule (estimated income) we bave inoludsd consesva-
uuntiu“coftmtxwarinmminhmuwwmmuw
tion costs, Tnese are:
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A. Ttem 1, income from the sale of CARDIMALE office fuwmiture, printing
squipment and two ocars. Urder zeparate cover attachment is a cost iznventory of
these sassts, based ot ourrest market conditions. Trmir total asssssed valoe 1s
estimated at DM 26,0882, For present parposes, partioculerly In view of the ased o
fmmnmmm.mmmmuummsm
value by 80 per cent. The resulting "estimated ssla® value, DN 17,305 has been
used in the above ovalculation.

B. Xtem 2, procesds I'roa zccounts receivable, This i3 & rough estimsle of the

amount which 1s sxpected to acorue from CARDIRALE debtors (largsly sale outlets
for the commercial megaxine). See parsgrap: IV below.

IV. With respsot to Section A, Item 3.d. and Section B, Item Z (aoccounis receivable
and payable), it will be noted that these items tend tc balance one another out,
that iz, before CARDIMALE goes inte legel liguidsation L 1z expecied that income
from cutstanding debts will largely cancel cut paysents to cutatsnding orwditora.
After lagal llguidatisn fs initiated—this is tentatively plsaned to take plave
some time In Jamuary 1360--tha net worth of the business, that is, the realizshle
value of azssta less liabilitiss, will be “frosen” ws fur as KUBAEK 1s concerned.
During the snsuing liguidstion year, the liguidator of the firm is expowered to
use the resaining asseis to pay creditor claims azx thay arise, but the final net
worth of the business samnot legalliy revert to EUBARK until after the axpiretion
of the liguidation year, As noted above, 1t is planned to raduce both aooounts
receivable axd acsounts psyable to an sbeclute minimum before legal liguidation
"sets in.” In this way, XGBANK will realiss 2 meximuz relsbursement from the
projeot to reducs FY 60 budget needs and a minisu amount will remain as unresover-
able until PY 61,

V. You will note that, as e general rule, we have naximized costs and sinimized

incows in the parsgraph I caloulstion. In other words, we sxpect that net preject
termination conts will not exceed BM 111,117 but may well be less than this ameount.
Based on this mmxlmue cost estimste, and including sudaidy funds already dishursed
ad prejected (o cover Docember operating costs, ithe FY 60 budget raquired for the
project igs eatimated at M C 2 or $1 1,

VI. Aa an aid in fitting the above calculations and comments into & chrenologioal r
frasowork, the following terwimation time schadule hes beex prepared, based sn BOS
discusaions with LCCASSOCK principale and with . J owver the past wonth,
Thiz schedule is substantively tantative and incomplete, but it does provide a rough
working chronology of the terminstien process Iin the coaing monmths.

Novegber: Insirust L7 (o trenafer his trusteeship of KUBABK's equity in
CARDINALE to . 7 Notarized comtract to be effective before
10 Deocember.,

December: OSet deste for initiation of legal ligquidation, preferebly sowstime
in Jeouary 1960. L~1 to De designated as initial liquidator.

Deoswber-Jamwry: To the greatest poenlble extent convart physical asests and
sceoumits receivable to oash, to apply against sccounts payshle and
surrent ligoidation expenses.

January: L-l registers lsgal liguidation in Handslaregister. naming himself
liguidetor, and snoounces liguidation three susossaive times in the
public press.

Januery: I-1 and L-4 formally relinquish their CARDINALE equities. Heilubures-

mant to them (necessary for tax purpeses) to be deducted from thefr
terminstion sstilesents.

Japary-February: L-1 treansfers liguidation function to L 3

221242/
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Japuary-Fehruary: [ Ipreparss the required CARDINALE financial report, as of
the date of initiation of legal liquidation.

Pabruary 1560 - January 1961 [+ Jsatisfles sny remaining CARDIMALR creditors.
Jasnuary 1961: .7 Iprepares the required CARDINALE finsuclial report &t the

eand of the liguidation yesar and transfers the remaining reallzsble
net worth of the firw to HUBARK,

VII. ﬁm&oﬂulculﬁimmdtluaehﬁuhmhadmmmthﬁbl

pﬁetmvmmsunhaur
of Novesber xt the latest. ummuumﬂtemm
the other hand, he comes up with = firw, Mwm&ﬁc}amw

to keap the buainess going without KOBARK funds after 31 Decembar
1955, our pressat termination cost plamning will have to ba conpletely ravisad,
In thix event our liguidation problems will be stsmplified and sosts redused.

g
:
i
&
§.
H
£

MW&rM.MMMmWH&.MI:MM
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